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Investment manager Matthew Brett and investment specialist Sarah Clark give an update on the 
Japan All Cap strategy covering Q1 2025. 

 
Your capital is at risk. Past performance is not a guide to future returns. 
 

Sarah Clark (SC): Welcome to this update for Japan All Cap. My name is Sarah Clark and I'm an 
investment specialist and I'm joined today by portfolio manager, Matthew Brett. As a reminder, this 
strategy is looking to invest in some of Japan's best growth companies. And we do that by taking a 
flexible approach to growth and constructing a portfolio of roughly 45 to 65 names across the 
market cap range. Now the plan for today is to give you an update on performance, positioning and 
also share our thoughts on outlook for the year ahead. 

Welcome, Matt.  

Matthew Brett (MB): Hi, Sarah.  

SC: So let's start with performance. Numbers were good for the first quarter, roughly 3 per cent 
ahead. Most importantly, this has now pushed our 12-month number ahead as well, which I think is 
a really good outcome given the turmoil we're seeing across global markets just now. So what were 
the main drivers of performance this quarter? 

MB: Yeah, well, a number of the Internet businesses in the portfolio performed well over the quarter. 
So names like GMO Internet and M3 and CyberAgent. And these generally had good results and 
they were rewarded by the market. We also saw Nintendo do well and that's probably driven by 
excitement about the new Switch that's coming. And finally, we don't have a holding in Toyota 
Motor, which is a big part of the index and that had a difficult quarter. 

SC: OK, some good progress there. A big question which will be on clients' minds is tariffs. It's 
obviously dominating the headlines. Japan will be impacted. What's your initial reaction to all of 
this? 
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MB: Well, look, I mean, I think these tariffs are big. And I think this is a genuinely significant 
development. Prior to these tariffs being introduced recently, we had tariffs on imports to America 
being in the low single digit per cent, perhaps a couple of percent. And adding on the recent 
announcements, that is going up to something in the mid-20s per cent. So this is really very, very 
large. And it's of the scale that's difficult for companies to just absorb and to cope with in some 
cases.  

And related to that, we're obviously starting to see the response coming. So China now has added 
big tariffs on America in retaliation. And the danger with all of this from a Japan perspective is that 
the global economic pie as a whole just shrinks, and Japan suffers as a consequence of that. And 
obviously, within Japan, there are some areas which are more exposed than others. The more 
cyclical types of businesses, particularly, for example, the car industry, look particularly in a difficult 
place with regard to what's been announced.  

SC: And what about at a portfolio level? What do you think the impact might be there? 

MB: Well, at the portfolio level, fortunately, we're not so exposed to this type of challenge. So the 
portfolio, the biggest overweights in the portfolio are things like information and communication 
and services. And these areas are just not not as vulnerable to tariffs. And on the other hand, the 
biggest underweights in the portfolio are the car industry, where we don't have any holdings at all in 
cars within the portfolio. Also trading companies, which are just quite cyclical businesses. And 
we're also underweight the banks.  

So overall, the portfolio is both less cyclical than the wider market and also it's a bit less exposed to 
the US because we don't have any holdings in the car companies. So I think relatively it's strongly 
positioned.  

SC: And on the car companies, what do you think the direct impact of tariffs are going to be for 
them? 

MB: Well, I think it just, to be honest, adds to the long list of challenges facing that sector. Recently, 
we also had announcements from BYD, the big Chinese automaker, that they're going to have 
autonomous driving introduced as standard across their range. Also, that they're going to give you 
hundreds of miles of range on a five-minute charge with an electric vehicle.  

And these kind of changes just make the Japanese car companies seem increasingly like they're 
making the cars of the past rather than the future. And then you add tariffs into the list of problems. 
So I think, you know, It's very company specific in terms of where their production and their sales 
are precisely located, but I think at a broad level it just adds to the list of challenges facing the 
sector. 
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SC: I guess it is an uncertain market backdrop at the moment but it does sound like the portfolio is 
in a resilient position given that domestic tilt and also that it's much less cyclical in comparison to 
the index. I also wanted to ask you about SoftBank because obviously it's our largest position and 
there has been some recent developments there. Can you talk us through those? 

MB: Yeah, I mean, I think SoftBank just continues to develop in a really exciting way. And frankly, 
it's probably the most obvious AI play globally now. And Mr. Son has done what he's done in the 
past of trying to get into a new industry. So he already owns 90 per cent of Arm, but he's also 
acquired Ampere, which does GPU type solution, a bit different to NVIDIA, but exposed to that 
area. They're going to be investing heavily in data centres through the Stargate project. And 
recently they've announced that they're going to be investing a large amount of money in OpenAI 
directly. And OpenAI is the maker of ChatGPT, the leading large language model.  

So basically, they seem to have now across the whole spectrum of AI from chips to data centers to 
large language models and to businesses that use AI through the Vision Fund. And it reminds me a 
bit actually of Alibaba in the past, when Mr. Son saw the huge potential in Chinese e-commerce, 
and got in early and got in big and made a lot of money from that. So I think, you know, yeah, very 
exciting times for Softbank.  

SC: Lots going on there. OK, so changing direction now. Turnover remains low for the portfolio. 
We've added one new name this quarter, which was Nakanishi. Can you tell us about that 
company? 

MB: So Nakanishi is a family-run manufacturer of dental equipment, specifically handsets for drilling 
teeth. And this is an area that's both very resilient, and it's also an area that's a growing area as 
people age and your teeth get worse. And they're particularly strong at the moment in Europe and 
Japan, but they've got a global portfolio of positions. And over time, you know, we think this is one 
of these companies just with a really solid competitive position and a very long growth runway 
ahead, as they're able to push over time into new geographies and benefit from that ageing 
population.  

SC: OK, final question for me. So we've spoken a lot today about the uncertainty of the market 
backdrop, but what's giving you optimism at the moment for the future? 

MB: Well, look, I mean, the world is always uncertain, and we know that. And maybe this week it's 
been particularly clear just how uncertain it is with all this tariff news. But the reality is that 
underneath the surface, the companies that can grow their sales and their profits more over the 
longer term tend to do better.  

And that's what our portfolio is focused on. And looking at the projected earnings growth of the 
portfolio versus that of the market, the gap between the two has actually been increasing recently. 
And that's the kind of thing that makes me just very excited. 
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SC: Thank you. I think that's a very positive note to finish on. So to recap the main points from 
today, it's very encouraging to see that improvement in performance. And given recent market 
developments, we think the portfolio is in a good position to cope in this environment. Thank you to 
everybody for watching today. If you do have any questions, please do get in touch. 
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Japan All Cap Strategy 

Annual past performance to 31 March each year (net%) 

 2021 2022 2023 2024 2025 

Japanese Equities All Cap Composite 59.2 -12.2 -11.3 11.0 -0.7 

TOPIX Index 38.9 -7.2 -3.5 24.3 -0.4 
 

Annualised returns to 31 March 2025 (net%) 

 1 year 5 years 10 years 

Japanese Equities All Cap Composite -0.7 6.4 4.9 

TOPIX Index -0.4 9.0 5.7 
Source: Revolution, Japan Exchange Group. US dollars. Returns have been calculated by reducing the gross return by the 
highest annual management fee for the composite. 1 year figures are not annualised. 

Past performance is not a guide to future returns. 
 

Legal notice: The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by Tokyo Stock 
Exchange, Inc. and Tokyo Stock Exchange, Inc. owns all rights and know-how relating to the TOPIX such as calculation, 
publication and use of the TOPIX Index Value and relating to the TOPIX Marks. No Product is in any way sponsored, 
endorsed or promoted by Tokyo Stock Exchange, Inc. 

  

Risk factors  
This communication was produced and approved in April 2025 and has not been updated 
subsequently. It represents views held at the time and may not reflect current thinking. 
 
The views expressed should not be considered as advice or a recommendation to buy, sell or hold a 
particular investment. They reflect opinion and should not be taken as statements of fact nor 
should any reliance be placed on them when making investment decisions. 
 
This communication contains information on investments which does not constitute independent 
research. Accordingly, it is not subject to the protections afforded to independent research, but is 
classified as advertising under Art 68 of the Financial Services Act (‘FinSA’) and Baillie Gifford and 
its staff may have dealt in the investments concerned. 
 
All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.  
 
The images used in this communication are for illustrative purposes only. 
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Important information 
Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the Financial 
Conduct Authority (FCA). Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs. 
 
Baillie Gifford Overseas Limited provides investment management and advisory services to non-UK 
Professional/Institutional clients only. Baillie Gifford Overseas Limited is wholly owned by Baillie 
Gifford & Co. Baillie Gifford & Co and Baillie Gifford Overseas Limited are authorised and regulated 
by the FCA in the UK.  
 
Persons resident or domiciled outside the UK should consult with their professional advisers as to 
whether they require any governmental or other consents in order to enable them to invest, and 
with their tax advisers for advice relevant to their own particular circumstances. 

 
Financial intermediaries 
This communication is suitable for use of financial intermediaries. Financial intermediaries are 
solely responsible for any further distribution and Baillie Gifford takes no responsibility for the 
reliance on this document by any other person who did not receive this document directly from 
Baillie Gifford. 

 
Europe 
Baillie Gifford Investment Management (Europe) Ltd (BGE) is authorised by the Central Bank of 
Ireland as an AIFM under the AIFM Regulations and as a UCITS management company under the 
UCITS Regulation. BGE also has regulatory permissions to perform Individual Portfolio 
Management activities. BGE provides investment management and advisory services to European 
(excluding UK) segregated clients. BGE has been appointed as UCITS management company to the 
following UCITS umbrella company; Baillie Gifford Worldwide Funds plc. BGE is a wholly owned 
subsidiary of Baillie Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co. Baillie 
Gifford Overseas Limited and Baillie Gifford & Co are authorised and regulated in the UK by the 
Financial Conduct Authority. 
 

Hong Kong 
Baillie Gifford Asia (Hong Kong) Limited 柏基亞洲(香港)有限公司 is wholly owned by Baillie Gifford 
Overseas Limited and holds a Type 1 license from the Securities & Futures Commission of Hong 
Kong to market and distribute Baillie Gifford’s range of collective investment schemes to 
professional investors in Hong Kong. Baillie Gifford Asia (Hong Kong) Limited 
柏基亞洲(香港)有限公司 can be contacted at Suites 2713-2715, Two International Finance Centre, 8 
Finance Street, Central, Hong Kong. Telephone +852 3756 5700. 
 

South Korea 
Baillie Gifford Overseas Limited is licensed with the Financial Services Commission in South Korea 
as a cross border Discretionary Investment Manager and Non-discretionary Investment Adviser. 
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Japan 
Mitsubishi UFJ Baillie Gifford Asset Management Limited (‘MUBGAM’) is a joint venture company 
between Mitsubishi UFJ Trust & Banking Corporation and Baillie Gifford Overseas Limited. 
MUBGAM is authorised and regulated by the Financial Conduct Authority. 

 
Australia 
Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a foreign company under the 
Corporations Act 2001 (Cth) and holds Foreign Australian Financial Services Licence No 528911. 
This material is provided to you on the basis that you are a “wholesale client” within the meaning of 
section 761G of the Corporations Act 2001 (Cth) (“Corporations Act”). Please advise Baillie Gifford 
Overseas Limited immediately if you are not a wholesale client. In no circumstances may this 
material be made available to a “retail client” within the meaning of section 761G of the 
Corporations Act. 
 
This material contains general information only. It does not take into account any person’s 
objectives, financial situation or needs. 
 

South Africa 
Baillie Gifford Overseas Limited is registered as a Foreign Financial Services Provider with the 
Financial Sector Conduct Authority in South Africa.  
 

North America  
Baillie Gifford International LLC is wholly owned by Baillie Gifford Overseas Limited; it was formed 
in Delaware in 2005 and is registered with the SEC. It is the legal entity through which Baillie 
Gifford Overseas Limited provides client service and marketing functions in North America. Baillie 
Gifford Overseas Limited is registered with the SEC in the United States of America. 
The Manager is not resident in Canada, its head office and principal place of business is in 
Edinburgh, Scotland. Baillie Gifford Overseas Limited is regulated in Canada as a portfolio manager 
and exempt market dealer with the Ontario Securities Commission ('OSC'). Its portfolio manager 
licence is currently passported into Alberta, Quebec, Saskatchewan, Manitoba and Newfoundland 
& Labrador whereas the exempt market dealer licence is passported across all Canadian provinces 
and territories. Baillie Gifford International LLC is regulated by the OSC as an exempt market and 
its licence is passported across all Canadian provinces and territories. Baillie Gifford Investment 
Management (Europe) Limited (‘BGE’) relies on the International Investment Fund Manager 
Exemption in the provinces of Ontario and Quebec. 
 

Israel 
Baillie Gifford Overseas Limited is not licensed under Israel’s Regulation of Investment Advising, 
Investment Marketing and Portfolio Management Law, 5755-1995 (the Advice Law) and does not 
carry insurance pursuant to the Advice Law. This material is only intended for those categories of 
Israeli residents who are qualified clients listed on the First Addendum to the Advice Law. 
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Singapore 
Baillie Gifford Asia (Singapore) Private Limited is wholly owned by Baillie Gifford Overseas Limited 
and is regulated by the Monetary Authority of Singapore as a holder of a capital markets services 
licence to conduct fund management activities for institutional investors and accredited investors in 
Singapore. Baillie Gifford Overseas Limited, as a foreign related corporation of Baillie Gifford Asia 
(Singapore) Private Limited, has entered into a cross-border business arrangement with Baillie 
Gifford Asia (Singapore) Private Limited, and shall be relying upon the exemption under regulation 
4 of the Securities and Futures (Exemption for Cross-Border Arrangements) (Foreign Related 
Corporations) Regulations 2021 which enables both Baillie Gifford Overseas Limited and Baillie 
Gifford Asia (Singapore) Private Limited to market the full range of segregated mandate services to 
institutional investors and accredited investors in Singapore. 
 


